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The largest budgetary surplus ever attained by the U.S. 
Government was recorded for the fiscal year 1948, i.e., 
the year ending June 30, 1948. On July 2, the Secretary 
of the Treasury announced that the surplus—the excess 
of “net receipts” over expenditures—amounted to $8,419 
million. This was $937 million greater than the surplus 
estimated by President Truman in January 1948. “Net 
receipts” were $465 million below the January estimate, 
reflecting in part the loss of revenue under the new tax 
law, and expenditures were $1,402 million less than the 
January estimate because of delay in expenditures for 
foreign aid and national defense. The surplus is more 
than seven times the highest previous surplus of $1,155 
million which occurred in fiscal 1927. Furthermore, it is 
the second consecutive year of budgetary surplus after 
16 years of deficits; the surplus in 1947 amounted to $754 
million. The 1948 surplus exceeds the largest prewar 
deficit—$7.6 billion in the year ending June 30, 1941. 
The surplus for fiscal 1948, however, might in a sense 
be considered $3 billion lower. The Economic Coopera- 
tion Act of 1948, in conjunction with the ERP, requires 
that $3 billion of the surplus for fiscal 1948 be trans- 
ferred to a trust fund and considered for bookkeeping 
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Exchange Devaluation in Europe 


According to the Financial Editor of The Manchester 
Guardian, the agitation on the Continent for devaluation 
of sterling is based, first, on the idea that the British 
people are living beyond their means, and should there- 
fore put a value on their money which would allow them 
to import only as much as their exports will fetch, and 
second, on the wish of the Continental countries to stimu- 
late their exports by devaluing their own currencies, to 
which they find the fixed sterling-dollar rate a serious 
obstacle. These views, it is argued, do not take into ac- 
count sufficiently the widespread repercussions of the re- 
moval of this fixed rate. Jt is true that the seller’s market 
has come to an end, but it is doubtful whether sterling 
devaluation of, say, 20 per cent would have any sub- 
stantial effect on American or Canadian purchases of 
exports such as cotton cloth and pottery, which are still 
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purposes as expended during that fiscal year even though 
expenditures are actually made in fiscal 1949. 

Total expenditures in fiscal 1948 amounted to $36,326 
million, or $6,179 million less than in fiscal 1947, prin- 
cipally as a result of lower expenditures for armed forces’ 
leave payments and for U.S. contributions to the Inter- 
national Bank and the International Monetary Fund. “Net 
receipts” of $44,746 million were about $1,487 million 
greater than in 1947 despite recent income tax reductions. 

The total public debt decreased by $6,010 million in 
fiscal 1948, so that it totaled $252.4 billion on June 30, 
a figure about $27.4 billion below the peak reached in 
February 1946. Outstanding interest-bearing marketable 
public debt issues, however, were reduced by nearly $39.5 
billion during this period; this reduction was offset in part 
by increases of $9.3 billion in special issues held by 
government agencies and of $2.3 billion of nonmarketable 
public debt. In addition, about $1.6 billion of the fiscal 
1948 surplus went to increase the cash holdings of the 
U.S. Treasury, and about $800 million went to cover 
deficits in trust accounts, etc. 


Source: U.S. Treasury Department, Press Release, No. 


S-781, Washington, D.C., July 2, 1948. 






limited by inadequate production. Devaluation would also 

compel the sale at lower prices of many exports for which 

current prices are still easily obtainable, and would re- 

strict imports of essential supplies which can still be 

bought reasonably. 

Source: The Manchester Guardian, Manchester, England, 
June 10, 1948. 


Increase in U.K. Private Housebuilding 


Since last August no licenses for private housebuilding 
have been issued in the United Kingdom, all new con- 
struction being by local government authorities. It is now 
announced that building licenses may be granted to pros- 
pective owner-occupiers up to one fifth of the number of 
houses permitted within each local authority area. The 
price is to be fixed by the local authority, and the maxi- 
mum size of house allowed has been increased. The limit 
for unlicensed annual expenditures on repairs, etc., has 
been raised from £10 to £100. It is now stated that the 
present rate of house construction can be maintained in 


10 


1949. It was at first reported last autumn that construction 

might need to be cut by up to 30 per cent. 

Sources: The Times, London, England, June 26, 1948; 
The Economist, London, England, July 3, 1948. 


British Colonial Development 


The Report of the British Colonial Economic and De- 
velopment Council for 1947-48 outlines schemes for the 
development of five colonies, to be carried out over the 
next ten years at a cost of £28 million. The largest pro- 
ject, for the expansion of production in Uganda in order 
to keep pace with the growing population, will involve 
an expenditure of £16 million. 

Source: The Times, London, England, July 1, 1948. 


Cotton Imports Inadequate for France 


France’s cotton imports in May, at 18 thousand tons 
(almost the same. quantity as in April), were about 4 
thousand tons less than the amount needed to maintain 
employment and production at the 1938 level. The U.S.A. 
was France’s largest supplier with about 9 thousand tons 
(ERP commodity estimates average 10 thousand tons 
monthly); other suppliers were India (5 thousand 
tons), Egypt (2 thousand tons), and the French overseas 
territories (1.5 thousand tons). 

The foreign exchange shortage is the chief factor limit- 
ing imports. The estimated requirements of 22,000 tons 
would cost $14 million and £2 million per month. 
Sources: Agence Economique et Financiere, Paris, France, 

June 25, 1948; The Journal of Commerce, New 
York, N.Y., July 1, 1948. 


ERP Developments in Italy 


The first official statement, made recently by the re- 
sponsible Minister, on the organization of ERP in Italy 
and on the policies to be followed by the Italian Govern- 
ment, indicates that the Government will be guided by 
the following factors in all of its decisions: (1) ERP 
help must be regarded as part of the total Italian econ- 
omy; (2) the assistance received must be kept under 
control so that inflation will not develop; (3) production 
goals must be achieved and the figures set in Paris must 
be met; (4) the policy of the Government must be such 
that, when the plan terminates, the Italian economy will 
be fully integrated internationally; (5) ERP assistance 
must be used to increase the productive capacity of the 
nation; (6) no fixed policy should be laid down because 
the use of ERP funds will be guided by economic condi- 
tions at the time assistance is received; (7) all details 
concerning ERP must be made known to the country, so 
as to create an atmosphere of faith in the program. 

The Ministry of Foreign Trade has been given the task 
of coordinating both imports under ERP approved pro- 
grams and other imports. Bulk commodities will continue 
to be purchased by governmental agencies. Other com- 
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modities will be purchased directly by private importers, 
under an over-all allocation plan. 

Importers will buy on the open market at the rate of 
the day the dollars necessary to cover the contracts en- 
tered into with their suppliers in the U.S.A. or other 
authorized countries. Contracts must be duly approved 
by ECA which will be assisted by the Italian Technical 
Delegation in Washington. This Delegation, on the basis 
of documents furnished by Italian importers, will seek 
reimbursement from the ECA against the Italian ERP 
quota and will make refunds to the Italian Exchange 
Office. The Exchange Office, upon receiving reimburse- 
ment for the dollar exchange sold to the importer, will 
pay into the “lire fund” the lire equivalent of the dollars 
at the current exchange rate. The Italian Government will 
also make direct purchases for its own account whenever 
it believes that private purchases are lagging and that 
vital allocations might be lost. The ARAR Agency (the 
Italian War Assets Administration) will be utilized in 
this connection. 

By this procedure the Government will secure imme- 
diate lire payment for all ERP imports. Prices will neces- 
sarily be international prices, namely the cost in the coun- 
try of origin plus transportation, because importers will 
be dealing directly with their suppliers. To the importers, 
ERP purchases are the same as non-ERP purchases; there 
will be a difference only insofar as the Italian Exchange 
Office will be reimbursed for ERP approved goods. 

ERP loans will be used mainly to modernize Italian 
plants. The IMI Agency, already charged with the ad- 
ministration of Export-Import Bank loans, will also be 
given the task of administering ERP loans. Each appli- 
cation will have to pass strict technical requirements. 

To utilize the ERP lire fund, programs have been 
drawn up to cover the following: (1) land reclamation 
work for the increase of food production, (2) public 
works to relieve unemployment by at least 150,000 per- 
sons, and (3) housing. The ERP Committee also has 
under consideration proposals for utilizing the bulk of 
the fund to balance the budget, but it is inclined to follow 
a policy whereby the lire disbursed will have the maxi- 
mum multiplier effect on the country’s economy. To 
achieve this, an over-all plan showing the inter-relation- 
ship of the various economic sectors is being prepared. 
Source: Economic News from Italy, New York, N.Y., 

June 29, 1948. 


Emigration from Italy 


With an annual surplus of births over deaths of more 
than 400,000 and with a complete interruption of emigra- 
tion during the war years, the problem of over-population 
is one of the basic causes of Italy’s present economic 
difficulties. Figures recently released by the Central In- 
stitute of Statistics, however, show that 100,000 Italians 
emigrated to Switzerland in 1947 (in part seasonal emi- 
grants), 60,000 to France, and 50,000 to Belgium. An 
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additional 60,000 emigrated to the Americas, of which 
25,000 went to Argentina. 

At the Labor Conference held in Paris, the Italian sur- 
plus of manpower was calculated as about 2,000,000 
persons. 

Source: ANSA News Agency, Inc., Bulletin, New York, 
N.Y., June 28, 1948. 


Tax Reform in Western Germany 


Important tax reform measures for the three Western 
Zones of Germany, announced in connection with the cur- 
rency reform, indicate an over-all reduction of 33 1/3 
per cent in taxes on income and wages. The cut, which 
varies according to income groups and exemptions, bene- 
fits chiefly the low and medium income groups. In the 
higher brackets’ the tax rate rises steeply from 54 per cent 
on incomes of 30,000 marks to 95 per cent on any income 
in excess of 250,000 marks. The over-all reduction of 
income and wage taxes will have a strong impact on 
budget receipts. In the fiscal year 1947-48, these taxes 
provided about 40 per cent of the total revenue in the 
combined U.S.-British zone. 

Other important tax reforms are (1) a cut in property 
taxes for both individuals and corporations from a pre- 
vious range of 11% to 21% per cent to a flat rate of 34 per 
cent, with exemptions of 10,000 marks each for husband 
and wife, and 5,000 marks for each child; (2) a re- 
vision of the corporation tax from a previous range of 
35 to 65 per cent to a flat rate of 50 per cent; (3) a 
reduction of the tobacco tax by approximately one third. 

Some new taxes have been imposed; among them are 
a heavy excise tax on raw coffee (30 marks per kilogram). 
The capital transaction tax, abolished in 1944, has been 
reintroduced at a rate 50 per cent above the prewar 
level. This is taken as a sign that the authorities anticipate 
an increase of industrial activity. There has also been a 
revision of inheritance taxes which is staggered in five 
groups from 4 to 80 per cent, according to nearness of 
kinship involved. 

Source: The Financial Times, London, England, June 
23, 1948. 


Economic Cooperation in Eastern Europe 


On May 13 Hungary and Poland signed a treaty pro- 
viding for cooperation between the two countries in agri- 
culture, industry, and trade. The treaty provides that in- 
vestment possibilities, which may be mutually beneficial, 
will be investigated, and that for certain industries there 
may be a division of labor between the two countries. In 
foreign trade, the present exchange of goods is to be 
extended with regard to the requirements of the economic 
plans of the two countries. Therefore, the treaty envisages 
a mutual trade agreement to be in force for several years. 

The treaty is the first of this kind concluded by Hun- 
gary. Although the Yugoslav-Hungarian long-term invest- 
ment agreement, signed in July 1947, created a strong tie 
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between the two countries, conditions for harmonizing 
their planned economies were not present. The possibili- 
ties of the Hungarian-Polish treaty are considered of far- 
reaching importance. Apart from a commercial exchange 
of goods, the treaty may result in Hungary being included 
in the contemplated Polish-Czechoslovak waterway and 
electric network system. 

The treaty is a new link in a chain of economic co- 
operation agreements concluded by the Southeastern 
European countries. It is expected that the Hungarian- 
Polish, Polish-Yugoslav, Polish-Czechoslovak, Czechoslo- 
vak-Yugoslav, and Hungarian-Yugoslav treaties will be 
followed by a Czechoslovak-Hungarian agreement, and 
that Rumania and Bulgaria will be included in the eco- 
nomic cooperation agreements of the group. 

The most successful of the committees set up under the 
Polish-Czechoslovak agreement of last year has been the 
one concerned with industrial cooperation. It has ar- 
ranged that Poland should pay for the plant it is buying 
to produce power from low-grade coal deposits near 
Oswiecim by supplying to Czechoslovakia power which is 
needed for Moravian industry. Poland has also agreed to 
take surplus Czechoslovak coke instead of erecting a new 
Polish coking plant. But the importance attached to the 
sovereign rights of states has so far made impossible any 
joint enterprises, or any capital investment by either 
country in the territory of the other. 

Sources: Hungarian Bulletin, Budapest, Hungary, May 
22, 1948; The Economist, London, England, 
July 3, 1948. 


Russian Gold Production 


In the absence of official data, estimates of Russian 
gold production continue to vary widely. An article in 
The Economist of May 29 estimated Russian gold output 
as having risen from about 11 million ounces in 1940 
to 16 or 18 million last year. 

The estimate of 18 million ounces of gold in 1947 has 
been challenged by Mr. David Keswick, who defends the 
lower estimates of two and four million ounces a year 
published by the Union Corporation and the Bank for 
International Settlements, respectively. Mr. Keswick cites 
the volume of Russian gold sales to the rest of the world, 
which he believes have been much more in keeping with an 
estimated output of approximately 4 million ounces, as 
well as physical obstacles to production, such as rigorous 
climate, primitive transportation facilities, and scarcity of 
capital equipment. 

The Editor of The Economist concedes that the estimate 
of 18 million ounces is undoubtedly an exaggeration. 
Its significance lies in the fact that it is based on 
information received from persons who have actually 
been to the principal Soviet gold mining regions, and who 
put production at a very high figure. Because of lack of 
official data and secrecy surrounding the industry, the 
Editor thinks that it is reasonable to make greater allow- 
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ance for concealment than the Union Corporation and 

others may be prepared to admit. 

Sources: The Economist, London, England, May 29 and 
June 26, 1948. 


MIDDLE EAST 


Economic Commission for the Middle East 


The Ad Hoc Committee of the Economic and Social 
Council of the United Nations has recommended to the 
Council that an economic commission for the Middle 


East be established with a structure similar to that of the’ 


previously established regional commissions. It is expected 
that this recommendation will be considered by the Coun- 
cil during its current session in Geneva. In its report, the 
Committee notes the effect of wartime maladjustments 
upon the economy of the region, but places emphasis on 
the need for economic development. It proposes that the 
Commission aid in the economic reconstruction and de- 
velopment of the region by coordinating economic poli- 
cies of member governments, collecting and disseminat- 
ing economic information, and instituting investigations 
and studies of economic and technical problems. 
Source: United Nations Economic and Social Council 
Document, E/AC 26/16, June 3, 1948. 


Arab League Economic Meeting 


The Lebanese Government has requested that the Arab 
League meet to consider the following problems: 
(1) reduction of tariff barriers between Arab countries, 
with a view to granting reciprocal preferential treatment; 
(2) reciprocal granting of priorities for allocating the 
surplus products of each country among the others; and 
(3) reconsideration of the economic boycotting of Pal- 
estine, with a view to alleviating the hardships on the 
Arab population. The first and second of these ques- 
tions had previously been considered at the ITO Havana 
Conference and the FAO Cairo Conference, respectively. 

Lebanon is also asking that Beirut be the seat of the 
UN Middle Easi Economic Commission. 

Source: Le Commerce du Levant, Beirut, Lebanon, June 


9, 1948. 


FAR EAST 
India’s Food Problems 


Long-term measures to increase the output of food 
grains in India, outlined in the final report of the Food 
Grains Policy Committee, include multi-purpose river 
schemes and the extension of cultivation to fresh lands. 
The target is 10 million tons, of which 4 million are 
expected as a result of the river schemes. The extension 
of cultivation to fresh lands will involve large capital 


outlay and expenditure of foreign exchange. In view 
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of India’s population increase of 4 million annually, the 
Committee’s target of 10 million tons of food grains 
appears inadequate. The Eastern Economist recom- 
mends, therefore, an intensification of the short-term 
measures outlined in the report: better irrigation, im- 
proved variety of seeds, and more and better manures. 
The Committee has also recommended a Board of Ag- 
riculture for each province and a similar Central Board 
to coordinate provincial schemes as well as to handle 
imports and the distribution of food grains. 
Source: The Eastern Economist, New Delhi, India, May 
28, 1948. 


India-Pakistan-U.K. Sterling Talks 


From the London discussions on sterling balances be- 
tween India and Pakistan and the United Kingdom, it 
appears that the sale of British military equipment and 
stores to the two Dominions and the capitalization of 
pensions to British personnel would absorb about £350 
million to £500 million ($1,400 million to $2,000 mil- 
lion), which is between 30 and 43 per cent of the total 
balances amounting to $4,687 million at the end of May 
1948. A considerable amount will also be needed as a 
currency reserve. A part of the balances may be ear- 
marked for the ultimate repatriation of British capital 
invested in. India and Pakistan. The crucial problems, 
however, are the release of sterling balances for current 
transactions and the allocation of dollars from the sterling 
area dollar reserves, which have to take into account the 
needs of the two Dominions as well as the United King- 
dom’s current balance-of-payments difficulties. In view 
of this, it is yet uncertain whether the talks will lead 
to a long-term settlement as desired by India and Pak- 
istan, or to another interim agreement for the next six 
or twelve months. 

Source: The Economist, London, England, June 12, 1948. 


China’s National Budget 


China’s new Minister of Finance, Yun-Wu Wang, as- 
sured the Finance Committee of the Legislative Yuan 
that the national budget for the next half year will be 
balanced. Total revenue will probably amount to 500 
trillion yuan, of which more than half will be derived 
from taxation. Commodity taxes are expected to reach 
100 trillion yuan, customs revenue 80 trillion, and direct 
taxes 40 trillion. 

Source: Chinese News Service, Press Release, New York, 
N.Y., June 23, 1948. 


Malayan Tin Export Duty 

In accordance with the provisions of the Geneva trade 
agreements of 1947, the Government of the Federation 
of Malaya has announced the removal of the export duty 
on unsmelted tin ore destined for smelters outside the 
British Empire. 
Source: The Wall Street Journal, New York, N.Y., July 

3, 1948. 
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Philippines Adopt Basic Oil Program 


A recent promulgation of the Philippine Government, 
regarding the exploitation by foreign capital of the oil 
resources of the Islands, provides that any qualified 
party can explore and exploit Philippine oil resources 
for a period of 25 years, renewable for another 25. Ex- 
ploration is limited to 1,000,000 hectares (2,471,000 
acres), and exploitation to 500,000 hectares for each 
applicant. These regulations will compel a curtailment 
of the plans of the Standard Vacuum Oil Co. and other 
companies which had sought rights to explore several 
times the announced quotas. 

The Philippines have about 15,000,000 hectares of oil 
land, of which 5,000,000 are believed potential com- 
mercial fields. 

Source: The Philippine American Chamber of Com- 
merce, Weekly Bulletin, New York, N.Y., June 
25, 1948. 


UNITED STATES AND CANADA 


Second Report on U.S. Interim Aid 


The Second Report to Congress on the U.S. Foreign 
Aid Program, which was transmitted by President Tru- 
man on June 30, 1948, stated that, of the original ap- 
propriation of $522 million, country programs had been 
approved to the extent of $518 million, while shipments 
made amounted to $394 million. (The $4 million which 
had not been programmed as of this date constituted a 
reserve created out of accumulated recoveries from pur- 
chases which were made at lower prices than originally 
estimated.) The figures in the report are for the original 
appropriation and do not include the additional $55 mil- 
lion appropriated on March 31, 1948. 

The table below summarizes the country programs as 
of the end of the first quarter of 1948: 

Approved Procurement Shipments 


























Program Initiated ade 
(in millions of US dollars) 
F.A.S. cost 
Austria 56.7 56.8 41.6 
France 223.4 222.9 185.6 
Italy 139.8 139.7 87.7 
Total F.A.S. cost 420.0 419.5 314.9 
Shipping cost 
daatain 5.6 5.7 4.1 
France 58.1 58.5 52.1 
Italy 34.2 34.6 23.2 
Total estimated 
shipping cost 97.9 98.8 79.5 
Reserve 
Austria _ om _ 
France 1.7 —_ —_ 
Italy 2.4 =< ‘am 
Total reserve 4.1 —_ — 
Total C. & F. cost 522.0 518.3 894.4 


Roughly 60 per cent of total shipments made to 
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Austria, France, and Italy was in the form of cereals and 

fuel, with cereals the most important commodity group. 

Source: The Department of State, Second Report to 
Congress on the United States Foreign Aid Pro- 
gram, Washington, D.C., June 1948. 


ECA Authorizations Reach $730.8 Million 


Paul G. Hoffman, ECA Administrator, announced on 
June 26 that ECA authorizations to that date totaled 
$730.8 million, including shipments to Western European 
countries, Trieste, and China. This was for approxi- 
mately the first quarter of the program. Recent pro- 
curement authorizations have been for such commodities 
as freight cars, leather, nickel, copper, carbon-black, 
graphite and carbon electrodes, fertilizer, petroleum 
products, cotton, chemicals, and coal, in addition to 
foodstuffs. Of total procurement as of June 26, $542.2 
million was authorized for purchase by participants or 
their agents or importers through private trade channels. 
Procurement of the remainder was handled through the 
Department of Agriculture ($127.5 million), the U.S. 
Army ($57.1 million), the U.S. Navy ($1.7 million), 
and the Bureau of Federal Supply ($2.3 million). Total 
procurement authorizations by country are as follows: 


Austria $ 36,167,550 
Denmark 9,704,200 
France 205,749,232 
Bizone Germany 50,119,000 
French Zone Germany 7,475,120 
Greece 32,167,366 
Italy 91,133,755 
Netherlands 35,814,535 
Norway 5,778,248 
United Kingdom 226,066,200 

Total Europe $700,175,206 
Trieste ,108,787 
China 26,500,000 

Total all countries $730,783,993 


Source: Economic Cooperation Administration, Press 


Release, Washington, D.C., June 27, 1948. 


New U.S. Trade Agreements in Effect 


The President of the United States has issued a 
proclamation putting into effect, as of June 28, 1948, 
tariff concessions to India, Norway, and Southern Rho- 
desia as agreed to in October 1947 at Geneva by 23 
countries, including the United States. This brings to 
15 the number of countries which have given to the 
Geneva Agreements the provisional effect required by 
June 30, 1948. The other countries which had given 
effect to these agreements are the United States, the 
United Kingdom, France, Belgium, the Netherlands, 
Luxembourg, Canada, Australia, Cuba, Czechoslovakia, 
China, and the Union of South Africa. 

Sources: U.S. Department of State, Press Release, 
Washington, D.C., June 14, 1948; The Journal 
of Commerce, New York, N.Y., June 29, 1948. 
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U.S. Announces Wheat Price Support 


The U.S. Department of Agriculture announced on 
June 30 that the support price to farmers for the 1948 
wheat crop would be $2 a bushel. This compares with 
the support price of $1.84 a bushel for the 1947 crop. 
Two dollars is 90 per cent of the parity price prevailing 
on July 1, 1948. The increase in the wheat parity price 
from $2.04 a bushel on July 1, 1947 to $2.22 a bushel 
on July 1, 1948 reflected the rise in prices paid by 
farmers for commodities used in production and in main- 
tenance of the farm family. 

Loans on the new crop will continue to be available 
through the Commodity Credit Corporation. Loans or 
purchase will apply through December 31, 1948 on wheat 
grading No. 3 or better, or on No. 4 or No. 5 after test 
weighing. The loans will mature on April 30, 1949 or 
earlier upon demand. 

Terminal market loan rates—as distinct from the loan 
rate to farmers—will range from $2.19 a bushel in west 
coast markets to $2.41 a bushel in Albany, New York. 
Typical new terminal rates at important U.S. markets 
are $2.24 a bushel in Kansas City, $2.29 in Chicago, 
and $2.26 in Minneapolis. The wheat varieties covered 
by these loan rates are No. 1 dark hard winter, No. 1 
heavy dark northern spring, No. 1 heavy northern spring, 
and several other No. 1 grades. 


Source: U.S. Department of Agriculture, Press Release, 
Washington, D.C., June 30, 1948. 


Canadian Exports Above 1947 Levels 


Canada’s domestic merchandise exports during the 
first five months of 1948 totaled $1,167 million, 10 per 
cent above the corresponding period of 1947. Shipments 
to the United States and possessions were $539 million, 
34 per cent higher than in 1947, but exports to the 
United Kingdom and other British countries, at $424 
million, showed little change. Purchases by Latin 
America, Europe, and other foreign countries, however, 
fell below those of the previous year. Exports to Europe 
were $121 million, 8 per cent below 1947; exports to 
Latin America fell 12 per cent, to $48 million; and 
exports to other foreign countries were $35 million, 
down 15 per cent. 


Among the various commodities, exports of nonferrous 
metals and products rose to $164 million, 41 per cent 
above 1947, with exports of aluminum and copper and 
their products increasing 92 per cent. Shipments of 
animals and animal products were valued at $169 mil- 
lion, 29 per cent over 1947, with bacon and ham exports 
rising 83 per cent. Wood, wood products, and paper 
exports of $376 million were 14 per cent above the 
previous year (the value of newsprint paper exports 
increased 12 per cent). Exports of farm machinery and 
implements totaled $30 million, 75 per cent above 1947, 
but shipments of freight and passenger cars dropped to 
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$15 million, 59 per cent below 1947. Wheat and wheat 

flour shipments declined 20 per cent, to $134 million. 

Source: Canada, Dominion Bureau of Statistics, Trade 
of Canada, Domestic Exports, Ottawa, Canada, 
May 1948. 


Canada’s Lending Program 

Canada’s Minister of Trade and Commerce has indi- 
cated that by June 12, 1948 advances totaling $1,513 
million had been made under the Canadian Government’s 
$1,844.5 million lending program. The status of the 


various loans was as follows: 


Credits 

Authorized Advances Commitments 

(millions of Canadian dollars) 
100.0 67.0 


t 42.6 8.0 

Czechoslovakia J 15.8 0.4 
France 215.5 27.0 
Netherlands 119.0 — 
Netherlands 

East Indies . 13.2 
Norway r 22.0 
U.S.S.R. J 2.9 


Total Export 
Credit Loans 


United Kingdom 


594.5 
1,250.0 


498.0 39.2 
1,015.0 


The unused parts of the credits authorized for the 
Netherlands and the U.S.S.R. had lapsed prior to the 
announcement, while those to Norway and France were 
due to lapse on June 24 and June 30, respectively. The 
Minister noted that Belgium has not requested the bal- 
ance of her credit. Belgian trade with Canada has been 
increasing and it appears that Belgium may not need 
to draw the full amount of the loan. 

Advances under the United Kingdom loan have been 
suspended since the middle of April. According to the 
Minister, however, it is hoped that advances can be re- 
sumed “before many months go by.” Such action 
depends upon the economic situation in Canada, e.g., 
the size of this year’s crops. 

Source: House of Commons Debates, Ottawa, Canada, 
June 18, 1948. 
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FINANCIAL NEWS SURVEY 


Canadian Prices Committee Report 


On June 29 the Canadian House of Commons adopted 
the Report of the Special Committee on Prices, which 
was appointed on February 10, 1948 to investigate the 
underlying causes of the rising cost of living. The 
Committee concluded that the significant causes of the 
rise in living costs were the advance in external prices, 
the increase in the costs of production, the expansion 
of purchasing power in relation to goods and services 
available, and certain supplementary factors. 

The Committee recommended that the Government 
consider imposing an excess profits tax, removing the 
25 per cent excise “buying” tax from “commodities in 
common use,” removing or relaxing the fruit and vege- 
table import restrictions, and reimposing some price 
controls and temporary payment of subsidies. In asking 
the Government to give consideration to the reimposition 
of certain control measures, the Committee emphasized 
that it did not feel that a system of over-all price and 
related controls should be imposed. 


The Committee further proposed that the Government 
give consideration to revising rent controls and initiating 
more stringent laws against profiteering. It advised that 
a Royal Commission should investigate prices, and that 
all federally-incorporated companies maintain uniform 
accounting systems and be required to make a more 
complete public disclosure of their inventory reserves. 

The Minister of Finance has stated that the Govern- 
ment will give immediate consideration to the Committee 
recommendations and will announce its policies from 
time to time. Parliament has already been asked to 
appropriate $50,000 for a commission “to enquire into 
prices and related subjects as recommended by the Prices 
Committee.” 

Sources: Votes and Proceedings of the House of Com- 
mons of Canada, No. 115, Ottawa, Canada, 
June 25, 1948; The Globe and Mail, Toronto, 
Canada, June 26, 28, and 30, 1948. 


Canadian Banks in 1947 


The Annual Report of the Bank of Canada for 1947 
shows that Dominion Government securities held by the 
chartered banks declined by $669 million during the 


year, but their holdings of other Canadian loans and — 


investments rose by $777 million. Their daily average 
cash reserve was $2 million less than in 1946, with the 
result that their average cash ratio was 10.8 per cent 
(1946, 11.4 per cent). Of the increase in loans and 
investments, loans to wholesale and retail merchandisers 
are estimated to have risen by about $120 million, and 
loans to manufacturers by $160 million. 
Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D.C., June 1948. 





LATIN AMERICA 


IMF and Economic Commission for 
Latin America 


The Economic Commission for Latin America, at its 
first meeting in Santiago, passed two resolutions on 
June 24: one requesting the Secretary General “to place 
before the International Monetary Fund a request that 
a study be made of the practicability and desirability of 
establishing, at the earliest possible opportunity, as a 
transitorial measure, machinery for the multilateral com- 
pensation of international payments among the countries 
of Latin America as well as between them and the 
countries of the rest of the world”; the other requesting 
the Executive Secretary “to make, in collaboration with 
the International Monetary Fund and other specialized 
agencies, a study of the movements of import and export 
prices, the determining factors of such movements, and 
the consequences thereof on the balance of payments.” 
Sources: United Nations Economic and Social Council 

Documents, E/CN 12/71 and 12/72, June 24, 
1948. 


Business Conditions in Honduras 


Merchants and banks in Honduras reported a slack- 
ening of retail sales at the end of May, as a result of 
the usual seasonal slump at planting time and the forth- 
coming Presidential election in October. Automobile 
dealers had to make an effort to sell cars. The only two 
banks in the country were calling loans and restricting 
credit in an attempt to forestall over-expansion in case 
of a recession. Exports and construction, however, were 
continuing at a high level. 


Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., June 19, 1948. 


External Debt of Bolivia 


The following plan for adjusting the Bolivian external 
debt of $56,278,000 will be submitted shortly to the 
Bolivian Congress: (1) Past due interest will be covered 
by issuing new bonds to the amount of $5,627,800. 
Thus the holder of each $1,000 bond, who accepts the 
plan, will be offered an additional $100 bond for all 
interest in arrears to December 31, 1948. (2) Current 
service will begin as of January 1, 1948. Interest will 
be paid semi-annually at the annual rates of 1 per cent 
for 1949 and 1950; 1% per cent for 1951 and 1952; 
2 per cent for 1953 and 1954; and 3 per cent for 1955 
and thereafter. (3) Funds amounting to not less than 
$1,500,000 will be provided annually for service. (4) 
Beginning January 1, 1955, total service of not less than 
4 per cent per annum will be provided. 

If this plan is approved by the Bolivian Congress, the 
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Foreign Bondholders Protective Council will recommend 

that it be accepted by the bondholders. 

Source: Foreign Bondholders Protective Council, Inc., 
Press Release, New York, N. Y., July 1, 1948. 


Argentina’s Exchange Rates 


On June 23, Argentina established a new export rate 
of 5 Argentine pesos per dollar, to apply to certain 
Argentine industrial goods of which there might be 
exportable surpluses. The official rate of about 3.36 
pesos per dollar is paid to exporters of certain regular 
products, and the rate of 4 pesos per dollar is paid to 
exporters of certain non-regular products. 

The recent move represents an effort to sell more 
Argentine goods abroad for hard currencies. The so- 
called free rate was also adjusted downward from about 
4 pesos per dollar to 4.76 pesos per dollar. 

Sources: The Journal of Commerce, New York, N.Y., 
June 23, 1948; The Wall Street Journai, New 
York, N.Y., July 1, 1948. 


AUSTRALIA AND NEW ZEALAND 


Australia-New Zealand Trade Relations 


The Australian and New Zealand Governments have 
agreed to coordinate their economic policies in order 
that they may become less dependent on imports from 
North America and Europe. Production of raw ma- 
terials in New Zealand, particularly timber and timber 
by-products, will be matched by the new Australian 
output of steel, cement, and machinery. But while pro- 
duction in the two countries is becoming more comple- 
mentary, the heavy adverse balance of trade which New 
Zealand at present has with Australia is an obstacle to the 
promotion of this trade. Moreover, despite the high price 
of export commodities, New Zealand’s balance with the 
rest of the world is also becoming adverse—though 
sterling holdings remain much greater than in 1939. 
The external trade position of Australia, on the other 
hand, is favorable, and The Economist suggests that a 
loan or other help from Australia to New Zealand would 
be of benefit to both. 


Source: The Economist, London, England, July 3, 1948. 


INTERNATIONAL MONETARY FUND 


An Australian Dollar Loan 


Considerable newspaper support has been given to a 
proposal by Professor Copland, formerly head of the 
Australian Price Control Administration, that Australia, 
instead of continuing the present policy of restricting 
imports from the United States, should seek a dollar 
loan which would enable her to finance the import of 
essential capital goods, and which would be large 
enough to make a percentage available to Great Britain. 
Source: Australian News and Information Bureau, Au- 

stralian Weekly Review, New York, N.Y., June 
30, 1948. 


Australian Automobile Industry 


Preparations for the manufacture of a specially de- 
signed “all-Australian” car by General Motors-Holdens 
have been in progress since 1945. The cost of the in- 
vestment is estimated at $32 million. It is hoped that 
by the second half of 1949 production will attain an 
annual rate of 20,000 cars. 

Source: The Financial Times, London, England, June 26, 
1948. 


Corrigendum 

The reference to Swiss francs and escudos in “Forward 
Free Market in Paris,” IJnternational Financial News 
Survey, Vol. I, No. 1, p. 3, should be deleted. The 
Notice there quoted was to become effective on June 28. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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